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Brazilian Exchange System 


The Government of Brazil has consulted the Inter- 
national Monetary Fund with regard to changes in its 
foreign exchange system which become effective on 
March 14, and which are designed to simplify the sys- 
tem and to introduce more realistic rates of exchange. 
The Government has notified the Fund that it intends 
to proceed to simplify the system further. 

The Fund has agreed to these changes, on the under- 
standing that the new system is to be a temporary one 
and that it represents a step toward further simplifica- 
tion of the country’s exchange system. 

A depreciation from Cr$100 = US$1 to Cr$200 = 
US$1 has been effected in the rate for certain prefer- 
ential imports, including specified government imports, 
wheat, newsprint, oil and oil products, and equipment 
for the oil and printing industries; and for amortization 


World Consumption of Wool 


The Commonwealth Economic Committee reports 
that wool consumption in ten major countries rose by 
2 per cent in 1960. However, the upsurge in consump- 
tion declined early in the year; in the first quarter sales 
were 1742 per cent higher than for 1959, in the second 
quarter they were steady, and in the remaining quarters 
they fell by 34% per cent and 6 per cent, respectively. 
Over the year as a whole, stocks of raw wool were un- 
changed in the principal manufacturing countries. Wool 
prices, after falling almost continuously since the middle 
of 1960, recovered slightly at the beginning of 1961. 
Source: The Economist, London, England, March 11, 

1961. 


International Shipping Market 

Increased employment for shipping has resulted from 
the changing pattern of the sugar trade: supplies are 
now moving from Cuba to the U.S.S.R. and China, and 
from the Philippines to the United States. Additional 
factors have been time-chartering by Mainland China, 
coupled with its increased imports of grain from Canada 
and Australia. The poor quality of the European grain 
harvest is also expected to lead to greater imports and 
increased shipping requirements. 

The failure of freight rates to respond to the increased 
demand is due to the excess tonnage in the market. The 
laid-up dry cargo tonnage has been reduced to reason- 
able proportions, partly by scrapping, but deliveries of 


and interest on registered loans. The free exchange 
market is to be broadened by elimination of the auction 
system of providing foreign exchange. However, some 
imports of luxury goods will be subject to licenses 
auctioned on the basis of world-wide quotas. Most im- 
ports will be subject to 120-day advance deposits of 
100 per cent. 

Coffee exporters will continue to receive payment at 
the rate of Cr$90 = US$1; the difference between this 
rate and Cr$200 is to be used to finance the Govern- 
ment’s domestic coffee policy. A special rate of 
Cr$100 = US$1 will apply to exports of cocoa. When 
export proceeds are sold in the free market, Cr$100 for 
each US$1 will be paid in the form of 120-day bills of 
the Bank of Brazil. 

Source: International Monetary Fund, Press Release, 
Washington, D.C., March 14, 1961. 





new ships have constantly increased the number seeking 
employment. The dry cargo market is still further de- 
pressed by the surplus of tanker tonnage, which is en- 
croaching on the grain trade that comprises a large part 
of total demand. Other factors on the supply side are 
the higher speed of new ships, compared with their 
predecessors, and the growing number of specialized 
bulk carriers operated on almost lifetime charters. 

Source: The Economist, London, England, March 4, 

1961. 


Europe 


OEEC Countries’ Aid to Underdeveloped Areas 


The total net flow of capital from members and as- 
sociated countries of the Organization for European 
Economic Cooperation (OEEC) to underdeveloped 
countries and international agencies for economic de- 
velopment and relief rose from an average of $3.5 
billion annually in the six-year period 1950-55 to nearly 
$6.9 billion a year in the four-year period 1956-59. A 
report, “The Flow of Financial Resources to Countries 
in Course of Economic Development, 1956-59,” just 
published by the OEEC contains comprehensive data 
on the nature and size of contributions made by 
individual countries. 

The United States contributed one half of the $27.4 
billion provided in 1956-59, and France, the United 
Kingdom, and Germany most of the remaining half. 
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More than half of the total contributions came from 
government sources, largely in the form of grants. These 
totaled $8.9 billion, of which the United States provided 
$5.3 billion. Various forms of private lending and in- 
vestment accounted for almost 40 per cent of the total, 


and contributions to international agencies made up the 
rest. 


Source: Organization for European Economic Coop- 


eration, Press Release, Paris, France, March 13, 
1961. 


European Investment Bank 


The European Investment Bank, an institution es- 
tablished by the six member countries of the European 
Economic Community (EEC) to facilitate the financing 
of development and modernization projects in the EEC 
area, has agreed to grant loans equivalent to $21 mil- 
lion and $4 million, respectively, to the Italian and 
French railways, for the electrification of the line Genoa- 
Chambéry, the most important railway connection be- 
tween Italy and France. 


The Bank is also lending the equivalent of $2 million 
to a Franco-German chemical combine for the con- 
struction of a plant near Grenoble. 


Source: Le Monde, Paris, France, February 26-27, 
1961. 


Sterling in the Exchange Markets 


Sterling was under heavy pressure in the exchange 
markets in the week beginning March 6, 1961. The 
pressure was particularly heavy on March 8, when the 
full force of market speculation was concentrated on 
sterling, following a suggestion in a European news- 
paper that sterling might be devalued. On the same day, 
the U.K. Chancellor of the Exchequer, Mr. Selwyn 
Lloyd, categorically denied this suggestion. Sterling 
immediately gained some strength, and continued to gain 
on March 9, reaching $2.79% at the close, against 
$2.79¥%, on March 6 and 7, the lowest since September 
1957. 


Sources: The Times and The Financial Times, March 9, 


1961, and The Economist, March 11, 1961, 
London, England. 


Iceland Fishery Settlement 


The British and Icelandic Governments have agreed 
to proposals to settle the Anglo-Icelandic fishery dispute. 

The plan is that the British Government will “no 
longer object” to a 12-mile fishing zone around Iceland, 
and that, for a transitional period of three years, the 
Icelandic Government will not object to fishing by 
British vessels in certain parts of a 6-12 mile zone at 
certain times of the year. The base lines from which 
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these limits are measured have, however, been revised 
in Iceland’s favor, compared with those now observed. 
Both in and after the transitional period, therefore, the 
12-mile limit will be larger than the limit as measured 
hitherto. Moreover, the Icelandic Government has 
agreed to give six months’ notice before claiming any 
extension of the fishing limit beyond 12 miles and to 
accept the jurisdiction of the International Court of 


Justice in any dispute about any such claim in the 
future. 


Sources: The Times, London, England, February 28, 
1961; Morgunbladid, Reykjavik, Iceland, 
March 10, 1961. 


German Credit Measures 


The Central Bank Council of the Deutsche Bundes- 
bank announced on March 2 that it had lowered the 
minimum reserve requirement rates for domestic liabili- 
ties of the banks by 5 per cent of their level on October 
1959, effective from March 1, 1961. Furthermore, the 
cuts in the rediscount quotas of the commercial banks 
(see this News Survey, Vol. XII, p. 382) were again 
partly restored. From March 3, the selling rates for 
money market paper were reduced by % per cent, to a 
range of 2% per cent to 342 per cent. In a press com- 
muniqué it was stated that these measures were taken 
in order to alleviate the severe strain in the money mar- 
ket expected in March and to check the inflow of 
foreign exchange which would otherwise result from 
this strain. 


On March 7, the minimum reserve requirement rates 
were further reduced by 5 per cent of their level on 
October 1959, also effective from March 1. On 
March 8, the selling rates for money market paper were 
further reduced by % per cent, to a range of 2% per 
cent to 3% per cent. It is estimated that the two re- 
ductions in the minimum reserve requirement rates have 
freed about DM 800 million of the banks’ liquid funds. 
Concerning the latest measures, it was said in Frankfurt 
banking circles that it would have been inconsistent if 
the Bundesbank, following the appreciation of the 
deutsche mark, had not continued its policy of monetary 
relaxation. 


Sources: Deutsche Bundesbank, Ausziige aus Presse- 
artikeln, Frankfurt am Main, Germany, 
March 3 and 10, 1961; Die Welt, Hamburg, 
Germany, March 9, 1961. 


Switzerland's Balance of Payments 


Preliminary balance of payments estimates for 1960 
suggest that Switzerland had a surplus on account of 
goods and services of between Sw F 200 million and 
Sw F 300 million ($45 million and $70 million), com- 
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pared with Sw F 758 million ($175 million) in 1959 
and Sw F 960 million ($222 million) in 1958. The 
trade balance showed a deficit of Sw F 1,512 million in 
1960, against Sw F 994 million in 1959 and Sw F 686 
million in 1958. The surplus on tourism, the most im- 
portant item in the services account, can safely be ex- 
pected to have been higher in 1960 than in 1959 
(Sw F 845 million), as tourist earnings have apparently 
risen appreciably more than expenditures by Swiss tour- 
ists abroad. The surpluses from insurance transactions, 
transportation, and foreign investment should also have 
risen as a result of the general expansion of activity 
abroad. However, as more foreign workers were em- 
ployed in Switzerland in 1960 than in 1959, their 
financial transfers abroad have probably risen 
significantly. 

Since the Swiss foreign exchange reserves rose by 
Sw F 1,130 million ($262 million) during 1960, total 
capital transactions must have shown a net surplus of 
some Sw F 900 million ($210 million). Taking into ac- 
count the known outflow of capital, Sw F 558 million 
($129 million) in foreign loans raised in Switzerland 
and about Sw F 300 million ($70 million) in bank 
credits, the gross capital inflow in 1960 must have 
amounted to at least Sw F 2 billion ($460 million). 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
February 23, 1961. 


Netherlands Foreign Trade and Balance of Payments 
Stimulated by the continuing expansion in most sec- 
tors of the economy, the foreign trade of the Netherlands 
continued to increase rapidly last year. The volume of 
both imports and exports increased by 15 per cent be- 


tween 1959 and 1960. In value, imports in 1960 
amounted to f. 17.2 billion ($4.5 billion), an increase 
of 15 per cent over the 1959 figure, and exports in- 
creased by 12 per cent, to f. 15.3 billion ($4.0 billion). 
Exports covered 89 per cent of imports, against 92 
per cent in 1959. The ensuing trade deficit for 1960 
amounted to f. 1.9 billion ($0.5 billion), compared 
with f. 1.3 billion in 1959, and it is expected that the 
balance of payments on goods and services for 1960 


will show a surplus of some f. 1.2 billion (f. 1.8 billion 
in 1959). 


During the first three quarters of 1960 the gold and 
foreign exchange reserves of the Netherlands Bank rose 
by some f. 775 million ($205 million); there was a sub- 
stantial further increase in the last quarter, owing mainly 
to the repatriation by commercial banks of short-term 
assets abroad. At the end of 1960 the reserves of the 
central bank were about f. 6.6 billion ($1.7 billion), 
which is nearly f. 1.5 billion above the figure at the end 
of 1959. The foreign assets of commercial banks, which 


were f. 1.8 billion ($474 million) at the end of 1959, 
increased during the first half of 1960, but showed a 
sharp decline in the last quarter of the year. At the end 
of 1960 they amounted to some f. 1.7 billion. 

For the first three quarters of 1960 there was a deficit 
of f. 100 million in capital transactions, compared with 
f. 520 million in 1959. Private short-term lending 
abroad in the nine months is reported to have increased 
to f. 380 million in 1960 (f. 80 million in 1959). Pur- 
chases of foreign securities increased somewhat, but 
foreign purchases of Netherlands securities decreased 
from f. 1.2 billion in January-September 1959 to f. 0.9 
billion in the same period in 1960. Long-term lending 
and investment abroad also was smaller. All private 
capital transactions together showed a small surplus for 
the first three quarters of 1960, against. a deficit in 
the same quarters in 1959. The deficit on official capital 
transactions fell from f. 365 million in January- 
September 1959 to f. 175 million in the same period of 
1960, owing mainly to smaller repayments on long-term 
loans. 


Sources: Ministry of Finance, Press Release, Novem- 
ber 18, 1960, and Ministry of Economic 
Affairs, Press Release, January 2, 1961, The 
Hague, Netherlands; De Nederlandsche Bank 
N.V., Weekstaten, Amsterdam, Netherlands, 
various issues; Nieuwe Rotterdamse Courant, 
Rotterdam, Netherlands, 
1961. 


various issues in 


Netherlands Government Borrowing 

The Netherlands Government has recently borrowed 
f. 550 million ($145 million) on 30-year loans at 4% 
per cent. On December 1, 1960, it obtained f. 200 mil- 
lion from institutional investors at 984%—the same 
terms as those of the loan in October 1960 (see this 
News Survey, Vol. XII, p. 548). On January 30, 1961, 
a public issue at 99% raised f. 350 million; these im- 
proved terms reflect the continuing liquidity in the 
Netherlands money and capital market. The proceeds 
from both issues have been used to further the con- 
solidation of the floating debt and to freeze part of the 
abundant liquid resources in the hands of the public. 

Correspondingly better terms have been obtained by 
the Bank for Netherlands Municipalities, the main 
financing agency of the country’s local authorities. This 
Bank recently issued a f. 100 million 25-year 4% per 
cent loan at 9934, which compares with a price of 98% 
for a similar loan issued in November 1960. 


Sources: Nieuwe Rotterdamse Courant, Rotterdam, 
Netherlands, various issues; Het Financieele 
Dagblad, Amsterdam, Netherlands, Febru- 


ary 18, 1961. 
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Htalian Loan fo Yugoslavia 


The Italian Government has granted to Yugoslavia a 
loan in Italian lire equivalent to $35 million, as part 
of the concerted aid given by the International Monetary 
Fund, the United States, and some European countries 
to help Yugoslavia to carry out its program of mone- 
tary reform (see this News Survey, Vol. XIII, p. 1). 
The loan bears interest of 4 per cent and is to be repaid 
in 16 semiannual installments beginning December 31, 
1962. A part will be used to consolidate Yugoslavia’s 
clearing debt to Italy. 

The agreement also provides for a special system 
of transfer for the Italian-owned blocked deposits in 
the former Zone B of Trieste. 


Source: 24 Ore, Milan, Italy, February 25, 1961. 


Greek Banks’ Investments in Treasury Bills 


By a recent decision of the Greek Currency Com- 
mittee, effective from March 1, the proportion of sight 
and savings deposits which must be invested in Treasury 
bills by the three main commercial banks in Greece (the 
National Bank, the Commercial Bank, and the lonian- 
Popular Bank) has been raised from 10 per cent to 18 
per cent. For all other banks, the ratio has been in- 
creased from 5 per cent to 9 per cent. From March 1, 
only 6-month or 12-month Treasury bills will be reck- 
oned toward this obligation. At the same time, the 
interest rate on 12-month bills has been increased from 
5 per cent (in effect since November 1, 1960; see this 
News Survey, Vol. XII, p. 533) to 5% per cent per 
annum. These measures are reportedly designed to 
help the Government to meet its seasonal cash require- 
ments and to prevent the banks, upon repayment of 
maturing Treasury bills, from acquiring relatively large 
disposable liquid funds. 

Source: Economikos Tachydromos, 
February 23, 1961. 


Athens, 


Middle East 
Middle East Petroleum Production 


Production of petroleum in the Middle East increased 
by 14.4 per cent in 1960, to a record level of 264 
million metric tons, representing about 25 per cent of 
world production. The leading producers were Kuwait 
(82 million metric tons), Saudi Arabia (61 million), 
Iran (52 million), and Iraq (47 million). 


Source: Middle East Economic Digest, London. Eng- 
land, February 24, 1961. 


German Investments in Afghanistan 

Economic relations between the Federal Republic of 
Germany and Afghanistan are increasing rapidly. 
German industrialists and technicians are in the process 


Greece, 


of studying a number of industrial projects, for some 

of which they have now secured contracts. These in- 

clude a brick kiln, with a capacity of 100,000 bricks 

a day, and factories for the production of building 

materials and paints. 

Source: Middle East Economic Digest, London, Eng- 
land, March 3, 1961. 


Kuwaiti Loan to Lebanon 


The Government of Kuwait has announced a loan 
of £5 million at 4 per cent to the Municipality of Beirut, 
Lebanon. The loan will be used by the Municipality to 
carry out urgently needed improvements and is to be 
repaid in ten annual installments beginning in 1964. 
This is the second loan made by the Government of 
Kuwait to an Arab League country. The first loan, for 
£1 million, was made to Jordan in 1960. 

Source: Middle East Economic Digest, London, Eng- 
land, February 24, 1961. 


Far East and Australasia 


Ceylon's Trade Deficit 


Ceylon had a trade deficit of Rs 130 million ($27 
million) in 1960, compared with a deficit of Rs 251 
million ($53 million) in 1959. Exports amounted to 
Rs 1,831 million ($385 million), an increase of Rs 77 
million, and imports totaled Rs 1,961 million ($412 
million), a decrease of Rs 44 million. The decline in 
imports was due in part to the intensification of import 
restrictions since August 1960. 

Source: Ceylon News, Colombo, Ceylon, March 2, 
1961. 


Grain Purchases by Mainland China 


Mainland China has ordered one million tons of 
wheat, worth £21.6 million, from Australia. Credits were 
established with an Australian bank, and the Australian 
Wheat Board received payment in cash before each 
shipment left Australia. Mainland China had also been 
negotiating to purchase wheat from Canada but broke 
off the negotiations after arranging for purchases of 
barley; it is expected that the wheat discussions will be 
reopened shortly. It is thought that Mainland China 
paid for the Canadian barley with sterling, and that 
financing arrangements were the main obstacle to the 
purchase of wheat. 

It has been reported that Mainland China has sold 
significant amounts of silver in the London bullion mar- 
ket, supposedly to raise funds for further grain pur- 
chases from abroad. It is believed that Mainland 
China’s gold reserves are negligible and that most of its 
external reserves are in foreign currency; the U.S.S.R. 
may have supplied sterling to enable Mainland China 
to pay for some grain imports. It has also been 
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reported that Mainland China ordered all the banks that 

it controls in Hong Kong to amalgamate their foreign 

exchange holdings; this would facilitate payments 

abroad. 

Sources: The Financial Times, London, England, Feb- 
ruary 3 and 24, 1961; The Journal of Com- 


merce, New York, N.Y., March 7 and 8, 
1961. 


Sugar Production of China (Taiwan) 

The Taiwan Sugar Corporation has estimated that 
sugar production for the crop year 1960-61 will amount 
to a postwar record of 955,000 metric tons (white 
sugar equivalent). This result can be attributed to bet- 
ter methods of cultivation, to improved cane seedlings, 
and to the unusually cold winter of 1960, which ma- 
terially aided the concentration of sucrose in the cane. 

The highest postwar sugar output so far was 
939,000 metric tons, produced in the crop year 1958- 
59. The planted acreage of sugar-cane farms for the 
1960-61 crop amounted to 95,000 hectares, compared 
with 96,000 hectares in 1958-59. 

Source: The Central Daily News, Taipei, Taiwan, Jan- 
uary 22, 1961. 


Korean Budget 


The Korean general budget, covering the general ac- 
count and the aid counterpart fund special account, as 
originally approved for fiscal 1961 (corresponding to 
the calendar year), was balanced at hw 505 billion. 
However, receipts included bond sales of hw 25.7 bil- 
lion and overdrafts on the Bank of Korea of hw 5 billion 
(which together exceeded by hw 7.7 billion the cor- 
responding sum in the approved budget for fiscal 1960, 
including supplements). On February 8, the Govern- 
ment submitted the first 1961 supplementary budget 
to the National Assembly for approval; expenditures 
and receipts were balanced at hw 104.1 billion, but 
receipts included hw 13.1 billion from bond sales. 

In formulating the original 1961 budget, the Gov- 
ernment had given top priority to the rapid development 
of the national economy within a framework of eco- 
nomic stability. The aims of the first supplementary 
budget are to accelerate the rate of economic growth 
and to revise the original budget to take account of 
the change in the foreign exchange rate system on Feb- 
ruary 2, 1961 (see this News Survey, Vol. XIII, p. 55). 

Expenditures in the original 1961 budget are 13 per 
cent larger than in 1960 and amount to 22 per cent of 
the estimated gross national product (GNP) for 1961, 
compared with 21 per cent for 1960. Of total expendi- 
tures, defense accounts for 33 per cent (34 per cent in 
1960); economic development for 26 per cent (22 per 
cent in 1960); social welfare for 22 per cent (21 per 
cent in 1960); general administration for 12 per cent 
(15 per cent in 1960); and other expenditures for 7 


per cent (8 per cent in 1960). In the supplementary 
budget, 71 per cent is allocated to economic develop- 
ment, principally power supply and agriculture and 
forestry, 16 per cent to administrative expenditures and 
additional costs resulting from exchange devaluation, 
9 per cent to a pay increase for government and military 
personnel, and 4 per cent to national security. As a te- 
sult, developmental expenditures for 1961, including 
the supplementary budget, are more than double those 
for 1960 and account for more than 34 per cent of 
total expenditures. 

Including the supplementary budget, domestic re- 
ceipts will account for 47 per cent of the total and aid 
counterpart fund collections for 53 per cent, compared 
with 67 per cent and 33 per cent, respectively, in fiscal 
1960. The share of taxes, including the supplementary 
budget, in the estimate of GNP for 1961 is about 10 per 
cent (13 per cent in 1960). The larger contribution of 
counterpart funds to the 1961 budget is attributable 
principally to a change in the exchange rate for counter- 
part funds, from hw 650 = US$1 in 1960 to hw 1,300 
= US$1 in 1961, and a change in the method of 
accounting for these funds. Foreign exchange taxes 
have been abolished in 1961, and total local currency 
proceeds of International Cooperation Administration 
aid, including proceeds of customs duties on aid goods, 
are to be credited to counterpart funds. Therefore, of 
total domestic receipts of hw 255.6 billion in the original 
1961 budget, tax revenues and monopoly profits 
amount to hw 204.8 billion, or 80 per cent, compared 
with hw 261.0 billion, or 87 per cent, in fiscal 1960. 
Sources: Ministry of Finance, An Outline of the Budget 

for 1961, December 1960, Bank of Korea, 
Monthly Statistical Review (Korean text), 
January 1961, and Hankuk Daily Press, Feb- 
ruary 8 and 9, 1961, Seoul, Korea. 


Philippine Exchange Rates and Decontrol Program 

The Philippine Government introduced on March 2 
the third phase of its decontrol program (see this News 
Survey, Vol. XII, pp. 598 and 608). In general, more 
favorable exchange rates were given to exports, and the 
application of the preferential rates for imports was 
reduced considerably. 

Under the new arrangement, almost all receipts 
from exports and invisibles will receive a rate of 
P 2.75 = US$1, instead of the previous rate of 
P 2.50 = US$1. The new rate results from applying 
the free market rate of P 3.00 = US$1 to 75 per cent 
of receipts from exports and invisibles, and the official 
rate of P 2.00 = US$1 to 25 per cent of those receipts. 
The free market rate of P 3.00 will continue to apply 
to the same invisibles as hitherto, i.e., foreign invest- 
ments, inward remittances of veterans and Filipino 
citizens, personal expenses of diplomats, tourist expendi- 
tures, and certain charitable contributions. 
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The changes made on the buying side were more ex- 
tensive and involve a considerable reclassification of 
imports. The major change is a sharp reduction in 
allocations of exchange for imports at the preferential 
rate of P 2.00 = US$1 (the official rate) or 
P 2.40 = US$1 (the official rate plus the 20 per cent 
exchange margin). Henceforward, these rates will 
apply to only 50 per cent of the quota established for 
1960 by the Central Bank for decontrolled imports and 
to 25 per cent of the 1960 quota for the requirements 
of dollar-earning industries. (Decontrolled imports are 
those not subject to restrictive quotas—chiefly canned 
milk, certain types of canned fish, wheat, medicines, 
newsprint, and textbooks. Dollar-earning industries are 
defined as those having export earnings in dollars in 
excess of their dollar import requirements. ) 


For all other imports, including those in the prefer- 
ential categories in excess of the reduced quotas, the 
free market rate, or the free market rate plus the margin, 
will apply. Various invisibles formerly eligible for the 
official rate, including debt-service items, tuition fees of 
some students, and premiums on some life insurance 
contracts, have also been transferred to the free market. 
However, the repayment of certain loans from the 
Export-Import Bank of Washington, already covered by 
exchange contracts, will remain at the official rate. 


Source: Philippine Association, Philippine Newsletter, 
New York, N.Y., March 3, 1961. 


Australian Monetary Measures 


The Australian Treasurer, Mr. Holt, speaking at a 
meeting of government political parties, has outlined the 
Government’s proposals, foreshadowed earlier (see this 
News Survey, Vol. XIII, p. 63), for minimum holdings 
of government securities by life assurance companies, 
pension funds, etc. Under the new proposals, these or- 
ganizations will lose their present taxation concessions 
in proportion to the amounts by which their government 
security holdings fall short of specified levels. Where 
the security holdings exceed the specified levels, the 
organizations concerned will qualify for additional 
graduated concessions. The average proportion of funds 
held by these organizations in government securities 
has fallen from 68 per cent in 1949 to 37 per cent in 
1960. 


Source: The Financial 
March 10, 1961. 


Times, London, England, 


Australian Trade Policy 


The Australian Government has announced tax con- 
cessions for exporters as a contribution toward over- 
coming Australia’s balance of payments difficulties (see 
this News Survey, Vol. XIII, p. 7). New legislation will 
provide for abolition of the payroll tax (which is at 
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present levied on employers at the rate of 22 per cent 
of all wages and salaries over £A 20 a week) for ex- 
porters who increase exports by 8 per cent of their 
total income from all sales over the base years 1958-59 
and 1959-60. Exemption on a pro rata basis will be 
given for smaller increases. Another concession will 
permit business firms to claim, as offsets against taxa- 
tion, four fifths of expenditure incurred in the develop- 
ment of overseas markets, instead of two fifths as at 
present. Both concessions will operate from July 1, 
1961 for three years and will then be reviewed. 


The Government also proposes to assist the develop- 
ment of warehousing facilities for Australian products 
in important markets. Large-scale trade development 
efforts have been authorized in South America and the 
Middle East (see this News Survey, Vol. XIII, p. 63). 
The Government is negotiating with shipping companies 
for the establishment of a regular shipping service to 
these markets; this may entail some financial assistance 
for a limited period. 


Sources: The Financial Times, London, England, 
March 9, 1961; Australian Financial Review, 
Sydney, Australia, March 9, 1961. 


Western Hemisphere 
U.S. Monetary and Credit Developments in 1960 


Demands on U.S. credit and equity markets were 
smaller in 1960 than in the previous year. Expansion 
of total “credit”’—as measured in the Federal Reserve 
Board's flow-of-funds series—amounted to $37 billion, 
about two fifths less than in the record year 1959. The 
reduced demand for funds lowered interest rates. Credit 
markets abroad, on the other hand, tightened in the first 
half of 1960, and interest rates in most major financial 
markets were higher than U.S. rates throughout the 
rest of the year. Liquid funds moved abroad in response 
to interest differentials and to widespread uncertainties 
influencing participants in international financial mar- 
kets. Foreign central banks acquired large amounts of 
these funds and converted a substantial part of them 
into gold by purchases from the United States. As the 
year progressed, domestic conditions called for mone- 
tary policies of increasing ease, whereas international 
financial developments tended to call for limitations on 
such easing. 


About half of the decline in credit expansion in 1960 
reflected the reduced needs of the Federal Government. 
There was a cash budget surplus of over $3% billion in 
1960, in contrast to deficits of more than twice that 
amount in both 1958 and 1959. The other sectors of 
the economy raised about one fourth less on credit and 
equities last year than in 1959. Mortgage debt rose less 
as construction activity slackened. Consumer credit and 
bank loans to business also expanded less, particularly 
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in the second half of the year, as outlays for consumer 
durables declined and businesses reduced their inven- 
tories. New corporate security issues were smaller in 
the first half of 1960 than a year earlier, but they in- 
creased in the second half, when interest rates were 
lower. 


During most of the year, the Federal Reserve System 
was adding on balance to its security holdings in order 
to increase member bank reserves, to contribute to the 
easing of credit market conditions, and to offset the im- 
pact on bank reserves of large foreign acquisitions of 
gold in the second half of the year; almost $2 billion of 
reserve funds were released to member banks through 
measures affecting vault cash and reserve requirements. 
Net free reserves of member banks expanded sharply 
in the latter part of the year and by December averaged 
about $700 million; in January 1960, these banks had 
been net borrowers by over $350 million. The Federal 
Reserve System also reduced the cost of member bank 
borrowing from 4 per cent to 3 per cent in two steps 
between June and September. 

The downward trend in the money supply that be- 
gan in mid-1959 extended into the first half of 1960 
and was then reversed. During the second half of the 
year, the money supply rose moderately at an average 
annual rate, seasonally adjusted, of about 1% per cent. 
At the end of December, it was $140.5 billion, about 
1 per cent below the leVel a year earlier. Most of the 
expansion in commercial bank credit in 1960 was re- 
flected in time and savings deposits, which increased 
by about $5% billion; the $4 billion expansion after 
the middle of the year was the largest July-December 
increase in the postwar period. The rate of use of 
money—as measured by the annual rate of turnover of 
demand deposits at banks outside financial centers— 
was at its highest postwar level in 1960, although it 
tended to recede in the latter part of the year as the 
volume ‘of deposits increased and business activity con- 
tinued to decline. 

Source: Board of Governors of the Federal Reserve 
System, Federal Reserve Bulletin, Washington, 
D.C., February 1961. 


U.S. Oil Import Quotas 


The U.S. Department of the Interior has increased 
the quota for East Coast residual fuel oil imports by 
about 9 per cent for the year beginning April 1, 1961. 
The new import quota will be 461,227 barrels a day, 
about 39,000 barrels above the Department’s estimate 
of 1960 allotments. A feature of the revised quota is the 
inclusion in the program of some 14 new importers, re- 
sulting in a decline in the shares of certain large 
historical importers. 


Source: The Journal of Commerce, New York, N.Y.., 
March 10, 1961. 


Uruguayan Economic Progress 


The events most important to the economy of 
Uruguay in the last quarter of 1960 were the approval 
by Congress of the 1960-63 budget, the approval by the 
Government Council of an exhaustive plan amounting 
to Ur$2.7 billion for public works, the re-establishment 
of free trading in wheat after years of price control, and 
the further reduction of taxes (detraciones) on wool to 
stimulate exports. 


After some years of large budgetary deficits, the 1959 
budget closed with a surplus of Ur$57.5 million; pro- 
visional figures indicate that in 1960 there was a surplus 
of about Ur$100 million. For 1960-63 as a whole the 
budget is balanced. Revenues are expected to rise from 
Ur$899 million in 1959 to Ur$1.5 billion in 1960, 
Ur$2.2 billion in 1961, and gradually to Ur$2.6 billion 
in 1963. Expenditures will rise at approximately the 
same pace, from Ur$912 million in 1959 to Ur$2.2 bil- 
lion in 1963. Some tax rates are increased, measures 
are taken to secure a better collection, and new tax 
sources are tapped, including a progressive income tax, 
previously unknown in Uruguay. For the time being, 
however, the minimum incomes exempt from this tax 
are being kept at a high level. The new taxes are ex- 
pected to increase costs and prices, and it may take 
some months before all prices are adjusted to the new 
levels. 


The Government Council in December 1960 pre- 
sented a public works program costing Ur$2.7 billion, 
covering road construction and improvement, new 
electricity-generating plants, the modification of the Bay 
of Montevideo, and the subsequent changing of the port, 
railroads, water supply, etc. Financing is to be provided 
by the issue of internal loans; in addition, long-term 
financing is to be sought from private and official sources 
abroad. 


Another important step toward the liberalization of 
the economy was the decree of November 30, 1960 
authorizing free trade in wheat and eliminating controls 
in force since 1947, The Bank of the Republic, the only 
dealer in wheat, has had to pay large subsidies to main- 
tain the prices of flour and bread at low levels without 
discouraging wheat production. Subsidies on the do- 
mestic crop for 1959-60 are estimated at Ur$120.3 
million; those on wheat imported from Argentina at 
about Ur$55.3 million. The area under wheat increased 
from 293,300 hectares in 1959 to 514,400 hectares in 
1960, although this is still around 31 per cent below 
the average area in 1955-57; the crop should also in- 
crease, but yields are not expected to be large and it is 
not yet known whether an exportable surplus will be 
available. 


Meat production and exports are rising. Slaughtering 
increased from 352,700 head of cattle in 1959 to 
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553,500 head in 1960. Since local consumption of 
beef declined sharply during the last year, the increase 
in production favored mainly exports; exchange receipts 
from meat amounted to $30.3 million in 1960, com- 
pared with $10.8 million in 1958. Prices of live cattle 
on the domestic market have been: rising for nearly 
two years, but declined by more than 20 per cent during 
the last two months of 1960 because of oversupply. 


The linseed crop is expected to be about 75,700 tons 
in 1960-61, compared with 50,300 tons in 1959-60, as a 
result of an improvement in yields. Taxes on exports 
of linseed oil were reduced in January 1961 from 
Ur$716 a ton to Ur$122, and exports of linseed, which 
were forbidden several years ago, were again permitted. 


Exports of wool were at a standstill in the last quarter 
of 1960 because the high level of the export tax kept 
local prices about 10 per cent above international prices. 
On December 29, 1960, the export tax was reduced 
from Ur$4.60 a kilogram to Ur$3.00. As a result, ex- 
port prices to producers increased by about 20 per cent, 
and about 30,000 to 40,000 bales out of disposable 
stocks of 200,000 bales were exported within a few 
weeks. Internal wool prices also rose sharply, from 
about Ur$65 for 10 kilograms to about Ur$75. 


The progress toward liberalization of foreign trade 
is most visible with respect to imports. Since the end 
of September 1960, all goods may be imported freely, 
although prior import deposits or import surcharges 
are required for several commodities, the lists for which 
are still subject to changes and revisions. As a result 
of this liberalization, the supply of practically all goods 
is assured, and the competition of imported goods 
obliges local industries to increase their efforts to re- 
main competitive. Imports of industrial machinery are 
expected to increase sharply, because they have been 
practically prohibited since 1957. Imports of luxury 
goods, subject to the highest surcharge category of 150 
per cent, are expected to decline in 1961 since sales 
appear to be more difficult than was expected. During 
1960 exports are estimated at $131.2 million, compared 
with import registrations in the free market of $190.2 
million. 


On October 10, 1960 the buying rate for the 
dollar and other currencies was reduced from Ur$11.43 
= US$1 to about Ur$11 = US$1; this rate has been 
maintained unchanged since October 18. Thereafter, 
the demand for dollars from importers increased and 
only essentials could be covered by sales by the Bank 
of the Republic. 1961 a noticeable im- 
provement has resulted from the revival of trade in wool. 


Source: Hollandsche Bank-Unie N.V., Economic Re- 
Amsterdam, Netherlands, February 


However, in 
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Corrigendum 


Vol. XIII, No. 9, March 10, 1961, page 65, item 
“Par Values of Deutsche Mark and Netherlands 
Guilder”: In the third line, the effective date for the 
change in the par value of the deutsche mark should 
read “March 6.” 
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